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We hold leadership positions in large
global markets sustained by the
increasing demand for professional
information

We deliver authoritative content of the
highest quality through market leading
brands, enabling our professional
customers to find the essential data,
analysis and commentary to support
their decisions

Our content and solutions are
increasingly embedded in our customers’
workflows making them more effective
and Reed Elsevier a more valued partner

We generate a large part of our revenues
from subscriptions and other recurring
revenue streams

Qur focus on operational efficiency
altows us to deliver continuous margin
improvement while funding investment
In new products

The quality of our profits is underpinned
by strong cash flow generation

We recruit and cultivate the best talent to
serve our customers and manage our
business with enterprise, professionalism
and exceptional commitment

Deliver authoritative content through
leading brands

Invest in new sources of content to widen
and differentiate the product offering to
our customers, expanding into new
segments and geographic regions

Drive online solutions

Leverage our leadership brands and
authoritative proprietary content to
deliver innovative, solutions-orientated
products that become embedded in
customers’ workflows and enable Reed
Elsevier to move up the value chain

Improve cost efficiency

Leverage our scale, skill sets,
technology, resources and collective
experience across the business to
improve cost efficiency

Reshape and strengthen portfolio
Allocate capital and resources, both
through internal investment and
acquisition, to pursue opportunities
that accelerate our strategic and
business progress




ELSEVIER

Elsevier is a leading provider of scientific, technical and medical information
and solutions. The Science & Technology division is the world's largest global
academic journal publisher, preducing over 200,000 new research articles in
some 1,100 journals every year, with ScienceDirect, its flagship electronic product,
accessed by over 11 million users. The Health Sciences division publishes over
700 journals and 2,000 books and clinical reference works annually and offers

an extensive portfolio of online tools in education, practitioner reference and

point of care.

- www.elsevier.com
= For a detailed operating review turn to page 20
= For a detailed description of the business turn to page 82

%

@’ LexisNexis

LexisNexis is a leading provider of legal, tax, regulatory, risk information and
analytics, and business information solutions to professional, corporate and
government customers worldwide. LexisNexis provides authoritative content
through trusted market leading brands which, enabled by technology, ofiers
online information solutions increasingly integrated within the customer workflow.
In risk information and analytics, LexisNexis assists customers in managing risk
through identity verification, employmeni screening and fraud prevention.

- www.lexisnexis.com
= For a detailed operating review turn to page 22
- For a detailed description of the business turn to page 83

-

« Reed Business

Reed Business is the world’s largest business-to-business publisher and
exhibition organiser. Reed Business Information publishes over 400 trade
magazines, directories and newsletiers and provides over 200 online communities,
job sites, lead generalion, data and other online services. Reed Exhibitions
organises trade exhibitions and conferences iniernationally, with over 500 events
in 38 countries attracting in excess of 90,000 exhibitors and more than six million
visitars annually.

- www.reedbusiness.com
=> For a detailed operating review turn to page 24
- For a detailed description of the business turn to page 84




Reed Elsevier is a world leading provider
of professional information and online
workflow solutions in the Science, Medical,
Legal, Risk Information and Analytics, and
Business sectors.

Based in over 200 locations worldwide,

we create authoritative content delivered
through market leading brands, enabling our
customers lo find the essential dala, analysis
and commentary to support their decisions.

Our content and solutions are increasingly
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Financial highlights

Reed Elsevier combined businesses - continuing operations

%

. change at

2007 2006 Yo constant

For the year ended 31 December £m fm  change currencies

Reported figures

Revenue 4,584 4509  +2% +6%
Operating profit 888 837  +6% +12%
Profit before tax 812 678 +20%  +26%
Net borrowings 492 2,314

%

2007 , . change at

0 0046 o constant

Forthe year ended 31 December £m fm  change currencies

Adjusted figures

Operating profit 1137 1,081 +5% +11%
Profit before tax 998 923  +8% +13%
Operating cash flow 1108 1,086 +2% +6%
Operating margin 26.8% 24.0%

Operating cash flow conversion 97%  100%

The results of the Harcourt Education division are presented as discontinued operations and are excluded from revenue, operating profit, profit before tax, operating margin
and operating cash flow. The Reed Elsevier combined financial statements are presented in pounds sterling on pages 92 to 131. The primary combined financial statements
and salected notes are presented in euros on pages 133 to 146, The Reed Elsevier combined financial statements presentad in euros are available an the Reed Elsevier
website, www.reedelsevier.com.

Parent companies - total operations

%

y change at

. o constant

Reed Elsevier PLC 2007 2006  change currencies

Reported earnings per share 49.7p  25.6p +94%
Adjusted earnings per share 359p 3346p  +7% 2%
Dividend per share 181p 159p +14%

%

change at

. % constant

Reed Elsevier NV 2007 2006  change currencies

Reported earnings per share €110 €0.59 +86%
Adjusted earnings per share €080 €0.76 +5% +12%
Dividend per share €0.425 €0.406 +5%

The Reed Elsevier combined businesses encompass the businesses of Reed Elsevier Group ple and Elsevier Reed Finance BV, together with their two parent companies,
Reed Elsevier PLC and Reed Elsevier NV [the "Reed Elsevier combined businesses’}. The resutts of Reed Elsevier PLC reflect its shareholders’ 52.9% economic interest
in the Reed Elsavier combined businesses. The results of Reed Elsevier NV reflect its shareholders’ 50% ecenomic interest in the Reed Elsevier combined businesses.
The respective economic interests of the Reed Elsevier PLC and Reed Elsevier NV shareholders take account of Reed Elsevier PLC's 5.8% interest in Reed Elsevier NV.

Adjusted ligures are presented as additional performance measures and are stated before amortisation of acquired intangible assels and acquisition integration costs, and,

in respect of earnings. reflect a tax rate that excludes the effect of movements in deferred taxation assets and liabilities that are not expecled to crystallise in the near term.
Profit and loss from dispesals and ather non operating items are excluded from the adjusted figures. Reconciliations between the reported and adjusted figures are provided
in the notes to the combined financial statements.

The percentage change at constant currencies refers to the movements at canstant exchange rates, using 2006 full year average and hedge rates.




Underlying revenue growth of 6%, driven by good growth in online information
and workflow solutions, up 11%

Online-information and workflow solutions now nearly 50% of revenues

Adjusted operating margins up 0.8% (underlying up 1.0%)] from strong revenue
growth and ongoing cost initiatives

Adjusted earnings per share up 12% at constant currencies; at reported rates
up 7% for Reed Elsevier PLC and up 5% for Reed Elsevier NV; reported growth
impacted by decline of the US dollar

97% of adjusted operating profits converted into cash

Return on capital increased by 0.8% to 11.8%, sixth consecutive year of improvement

Revenue
Em

+2%

at reported
currencies

+6%

at constant
currencies

23507

06)
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Adjusted operating profit

£m

+5%

at reported
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at constant
currencies
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Adjusted profit before tax
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+8%
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at constant
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Return on capital employed

Adjusted EPS: Reed Elsevier PLC

pence

+7%

at reported
currencies

+12%

at constant
currencies

Adjusted EPS: Reed Elsevier NV

€

+3%

at reported
currencies

+12%

at constant
currencies




Chairman and Chief Executive’s report

Highlights of the year

Strong financial performance for 2007
Good momentum and significant plans to
accelerate growth

Major reshaping of portfolio
Sale of Harcourt Education now completed
Planned divestment of Reed Business Information

Agreed £2.1 billion/€2.8 billion acquisition
of ChoicePoint, Inc

Significantly expands position in fast growing
risk information and analytics marketplace

Significant restructuring programme
More cohesive business delivering important
cost efficiencies




.%,

Important plans to
accelerate growth

%,

Online growth and
workflow solutions
strategy paying off

We are very pleased to report on a year of significant achievement and strategic
development for Reed Elsevier. Our businesses performed well in their markets
and saw rapid growth in our online information services and customer workflow
solutions. The financial performance was strong, with good organic revenue growth
and margin improvement, high cash generation and a further step-up in return on
invested capital. We also significantly reshaped the business portfolio with the very
successful £2.5 billion/€3.6 billion sale of the Harcourt Education division and
subsequent return of the net proceeds to shareholders.

In the new financial year we have stepped up the momentum with the
announcement of important plans to accelerate growth: the planned divestment
of the Reed Business Information trade magazines and information businesses
to reduce our exposure to advertising markets and their cyclicality; the agreed
£2.1 billion/€2.8 billion acquisition of ChoicePoint Inc. in the fast growing risk
information and analytics market; and a major restructuring programme to
deliver substantial cost savings over and above our regular annual improvements
in cost effectiveness.

The changes we are making create a more cohesive and synergistic business with
stronger, more consistent growth prospects to drive further shareholder value.

Strong business and financial performance

We have made good progress over the last year in business performance.
Investment against our online growth and workflow solutions strategy is paying off
In the good revenue momentum. Together with our cost initiatives, this is driving
underlying margin improvement and a strong earnings performance. The decline of
the US dollar takes some shine off the earnings growth expressed in sterling and
euros, but the strength of the underlying performance is very encouraging with
2007 seeing the highest constant currency earnings growth of the last 10 years.

Revenues were up 6%, adjusted operating profits up 11% and adjusted earnings per
share up 12% at constant currencies, with good performances seen across all the
businesses. Online information services and workflow solutions grew 11% and
accounted for nearly 50% of revenues, reflecting the success of our investment-led
digital growth strategy.

The quality of the operating profits is underpinned by the strong cash flow, with
97% of adjusted operating profits converting into cash, and a 0.8 percentage point
increase in return on invested capital to 11.8% post tax.




- Chairman and Chief Executive’s report continued

Major reshaping and strengthening of the portfolio
> We are implementing an important reshaping of the Reed Elsevier portfolio,
_ with the strategic goal of moving more of our assets away from slower growth,
More consistent, more cyclical advertising/print based sectors, and more towards faster growth,
cohesive and less cyclical online based sectors. Consequently in 2007 we sold the Harcourt
synergistic business Education business, and now plan the divestment of the Reed Business trade
to accelerate growth magazine and information businesses [RBI], and the acquisition of the online risk

analytics business of ChoicePoint. Together these moves create a mare consistent,
cohesive and synergistic business and accelerate growth.

The Harcourt Education business was sold for £2.5 billion/€3.6 billion in two
separate transactions that have now completed, representing 21 times 2006
adjusted operating profits and realising a substantial gain. After taxation and other
costs related to the sale, the estimated net proceeds of £2.0 billion/€2.7 billion were
distributed to shareholders on 18 January 2008.

The planned divestment of RB! is a further major step in our portfolio development.
Although RBI has had considerable success in developing high-growth online
services, its advertising revenue model, accounting for approximately 60% of
revenues, and the inherent cyclicality fit less well with the subscription-based
information and workflow solutions focus of Reed Elsevier’s strategy.

> In addition to reshaping the business through disposals, we are strengthening the
business through organic investment and acquisition, most notably with the agreed
) acquisition of ChoicePoint Inc. (2007 revenues £491 million/€717 miltion] expected
Major further to be completed later in the year. This represents a major further step in the
step in buitding building of our risk management business and in the development of Reed
risk management Elsevier's online workflow solutions strategy.
business

The market growth in risk information and analytics is highly attractive and
ChoicePoint brings important assets and market positions that fit well with our
very successful LexisNexis risk information and analytics group. ChoicePoint's
insurance services business in particular has seen strong consistent growth, and,
through the combination of ChoicePoint’s highly regarded data and analytics assets
and our leading LexisNexis risk technotogy, we can further develop compelling
offerings for our customers and realise significant synergy benefits. The acquisition
will accelerate Reed Elsevier's revenue and profit growth and deliver a good and
growing return on capitat.

Whilst we look to maintain capital efficiency through a progressive dividend policy and
the annual share repurchase programme, our balance sheet strength ensures that
Reed Elsevier can access the most cost effective sources of barrowing and supports
our strategic ambition in evolving professional publishing and information markets.




_>

A more integrated
company with
significant savings

Major restructuring programme to accelerate growth

The move to a more cohesive portfolio provides us with the opportunity to
accelerate progress in consolidating and streamlining our technology, operations
and back office support. In doing so, Reed Elsevier becomes a more integrated
company with significant savings in our cost structure. The restructuring plan
announced has an attractive payback and will make a meaningful addition to
margin and earnings growth.

The principal focus of the restructuring is on technology, operations, development
engineering, production, procurement, customer service, finance and
administration. Some of these savings will be used to fund additional investment
in new product, sales and marketing to take advantage of the growing
opportunities for workflow solutions in gur markets and to build further
competitive differentiation.

The plan is targeted to deliver a total of £245 million/€335 million of cost savings
over the next four years, with progressive net annual savings reaching £100
million/€135 million in 2011 over and above the normal expected annual margin
improvement and additional investment. The exceptional restructuring costs

are estimated to be approximately £140million/€190million, with a cash payback
of 2.5 years.

Earnings per share and dividends

At reported exchange rates, adjusted earnings per share were up 7% for Reed
Elsevier PLC at 35.9p and up 5% for Reed Elsevier NV at €0.80. [The lower growth
than the 12% at constant currencies reflects the 9% year on year decline in the US
dollar against both sterling and the euro ]

Reported earnings per share were up 94% to 49.7p for Reed Elsevier PLC and
up 86% to €1.10 for Reed Elsevier NV, reflecting the strong underlying operating
performance together with the gain on the sale of Harcourt Education and
other businesses.

The Boards are recommending an increase in the equalised final dividends of

Reed Elsevier PLC and Reed Elsevier NV of 15% and 2% respectively, to give total
dividends for the year up 14% and 5%. (The differential growth rates reflect the
sharp movement in the sterling/eura exchange rate particularly since the 20046 final
dividend proposal in February 2007 )

Dividends paid in the year, together with share buybacks under the annual share
repurchase programme, distributed £615 million/€898 million to shareholders,
representing 86% of free cash flow.




Chairman and Chief Executive’s report continued

%,

The outlook for
Reed Elsevier is
very positive

Board changes

Strauss Zelnick retired from the Boards in December 2007 after three years of
service due to his increasing business commitments in the US. His wide ranging
media experience has benefited us in many ways and we thank him for his
insightful cantribution in that time. Rolf Stomberg retires at the Annual General
Meetings after nine years of service, including serving as senior independent
director and chairman of the remuneration committee. He has been an invaluable
member of the Boards through a period of significant change for Reed Elsevier
and we thank him for his substantial contribution.

Outlook

Going into 2008, conditions remain generally favourable in our markets with strong
subscription renewals and good revenue momentum for online information and
workflow solutions. The business magazines and information businesses, whilst
seeing general uncertainty in markets such as property and construction, are
seeing no overall shift in market trends.

Our focus in 2008 will be on executing against our four strategic priorities:
delivering authoritative content through leading brands, driving online solutions,
improving cost efficiency, and reshaping and strengthening the portfolio.
Implementation of the restructuring programme, the planned divestment of Reed
Business Information and the acquisition and integration of ChoicePoint will be of
particular significance.

The outlook for Reed Elsevier is very positive. We are well positioned in attractive
markets: the momentum in the business is showing through in the good financial
performance; and the changes we are making will strengthen the business and
accelerate our growth.

Our business is dependent on the skill, energy and enterprise of our staff
aperating around the world. They do an outstanding job, with real professionalism
and exceptional commitment to our customers, to each other and to the
communities we serve. We could not ask for more and we want to take this
opportunity to thank them all.

T

Jan Hommen Sir Crispin Davis
Chairman Chief Executive Officer
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72 million

Number of manthly jobseekers visiting
Totaljobs.com, the UK's most visited
commercial recruitment website




70%

Percentage of Fortune 500 companies
using LexisNexis, in addition to the
top 100 US law firms
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Gray's Anatomy

" CrossFire Beilstein

Tetrahedron Letters

i
|
H
i
|
!

1

386 million

Number of articles and reports
downloaded in 2007 from ScienceDirect,
one of the world's maost advanced web
delivery systems for scientific, technical
and medical information
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Percentage of US nurses [in
Elsevier surveys) raling Mosby
as ‘excellent” or ‘'very good’
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Operating and financial review

Divisional summary

%

change at
2007 2006 % censtant
£m Em change currencies
Continuing Operations
Revenue
Elsevier 1,507 1,521 -1% +4%
LexisNexis 1,594 1,570 +2% ~ +8%
Reed Business 1,483 1,418 +5% +7%
Total 4,984 4,509 +2% +6%
Adjusted operating profit
Etsevier 477 465 +3% +9%
LexisNexis 406 380 +7% +14%
Reed Business 260 241 +B% +10%
Unallocated items {6l (5)
Total 1,137 1,081 +5% :11%_
Discontinued Operations
Revenue 752 889
Adjusted operating profit 121 129

Adjusted figures and constant currency
growth rates are used by Reed Elsevier as
additional performance measures. Adjusted
operating profit is stated before the
amartisation of acquired intangible assets
and acquisition integration costs. Constant
currency growth rates are based on 2006 full
year average and hedge exchange rates.

Unless otherwise indicated, all percentage

movements in the following commentary
refer to performance at constant exchange
rates. Underlying growth rates are
calculated at constant currencies,
excluding acquisitions and disposals.

The reported operating profit figures are set
out in note 1 to the combined financial
infermation and reconciled to the adjusted
figures in note 11.

Forward looking statements

The Reed Elsevier Annual Reports and Financial Statements 2007 contain forward logking
statements within the meaning of Section 27A of the US Securities Act 1933, as amended,
and Section 21E of the US Securities Exchange Act 1934, as amended. These statements are
subject to a number of risks and uncertainties and actual results and events could difier
materially from those currently being anticipated as reflected in such forward looking
statements. The terms ‘expect’, 'should be’, ‘will be’ and similar expressions identify forward
looking statements. Factors which may cause future outcomes to differ from those foreseen
in forward looking statements include, but are not limited to: general economic conditions in
Reed Elsevier's markets; exchange rate fluctuations; customers” acceptance of our products
and services; the actions of competitors; legislative, fiscal and regulatory developments:
changes in law and tegal interpretations affecting Reed Elsevier’s intellectual property rights
and internet communications; the impact of technological change; the failure to obtain
regulatory approval for the acquisition of ChoicePoint Inc. or the approval of its shareholders
for the proposed merger.



Operating and financial review continued

Elsevier

Elsevier had a very successful year with good underlying growth
driven by new publishing and continued expansion of our online
information and workflow solutions

Revenue (£m)

1521 4507

+&%

at constant currencies

+6%

underlying

o oo

Adjusted operating profit {£m]

L5 AT7
+9%
at constant currencies
N o
w i | £107

%

change at
2007 2006 % constant
£m £m change currencies

Revenue
Science & Technology 774 792 -2% +2%
Health Sciences 733 729 +1% +6%
Total 1,507 1,521 -1% _ +4%
Adjusted operating profit 477 465 +3% +9%
Adjusted operating margin 31.7% 30.6% +1.1pts +1.4pts

Revenues and adjusted operating
profits were up 6% and 10%
respectively at constant currencies
before acquisitions and disposals.
After portfolio effects, most notably the
acquisition of the Beilstein chemical
compounds database and the sale of
the MDL software business, revenues
were up 4% and adjusted operating
profits up 9% at constant currencies.
The overall adjusted operating margin
improved by 1.1 percentage points,
driven by revenue growth and cost
efficiency most particularly in
production and procurement.

The Science & Technology business saw
underlying revenue growth of 6%, or 2%
at constant currencies after acquisitions
and disposals, reflecting journal
subscription renewals at record levels
and growing anline sales with increasing
market penetration. ScienceDirect saw
widening distribution especially in small
academic and emerging markets, and
particular success from the further
launch of electronic books.

ScienceDirect online usage was again up
over 20%. Impact Factors, one of the
industry’s standard measures of content

quality, increased for 65% of our
journals, mare than for any other major
science and medical publisher. Good
progress was also made in our customer
service programmes with positive
developrments across a wide range of
surveyed measures.

In March, we acquired the full rights
to the Beilstein chemical compounds
database, previously operated under
licence, which is now being integrated
with other resources to deliver content
rich and innovative online solutions.

In October we sold the MDL software
services business which increasingly
did not fit within Elsevier’s strategy.

In Health Sciences, revenue growth at
constant currencies was 6%, both before
and after the impact of acquisitions and
disposals, driven by good growth in the
nursing and allied health professional
sector, and expanding online solutions.
The year saw successful publishing and
a growing appetite within the healthcare
industry for technology enabled
information solutions to improve the
quality and effectiveness of diagnosis,
treatment and care. Growth was partly
held back by a flat performance in




Underlying revenue growth
1%

+5% +5% +5%
— I

pharma advertising, with share gains
compensating for weaker markets.

Electronic products, such as the
MDConsult clinical reference product,
are showing good double digit growth

in usage. The Evolve digital learning
platform had a successful year with a
40% increase in registered users. New
products were rolled out with very
positive market response. These
included Mosby's Nursing Skills,
endorsed by the American Association of
Clinical Nurses, which offers detailed
interactive guidance in over 500 skills
drawn from our leading reference works.
At the British Medical Awards in
September, we won more top awards for
our publishing than any other publisher.

In addition to investment in new
publishing and digital solutions, we
continued to expand our businesses in
attractive high-growth segments through
two highly complementary acquisitions
in December: Clinical Practice Model
Resource Centre [CPMRC]), a leading
provider of decision support solutions for
nurses and healthcare practitioners to
improve patient care and safety; and,

TRUSTED

Evolve Reach from Elsevier
is an exam preparation tool
which helps students
prepare for NCLEX, the
standardised exam that
determines whether a
candidate is prepared for
entry-level nursing practice.
With a predictive accuracy
of 97.4%, Evolve Reach is the
best indicator of success

for students taking the
NCLEX exam. The
programme provides
immediate diagnostic reperts
that identify areas requiring
further study, and offers
remediation from leading
Elsevier imprints, including

MEDai, a provider of clinical outcome
analytics and risk identification and
management for both the payers and
providers of healthcare.

The outlook for Elsevier is positive.
Revenue momentum is good with
successful publishing, strong renewals
and growing digital product in
attractive markets. The revenue
growth and continuous actions to
improve cost efficiency is driving good
underlying margin improvement.

We look forward to another successful
year in Elsevier in 2008.

\/@ www.elsevier.com

Mosby and Saunders.




Operating and financial review continued

LexisNexis

LexisNexis had a good year with a successful Total Solutions
strategy both in the US and internationatly and good growth
in risk information and analytics markets

Revenue [Em}

1570 15%

Adjusted operating profit (Em)

406

380

+8%

at constant currencies

+7%

underlying

+14%

at constant currencies

+12%

underlying

%
change at
2007 2006 % constant
£m £m change currencies

Revenue
United States 1,113 1,129 -1% +7%
International 481 441 +9% +10%
Total 1,5%4 1,570 +2% +8%
Adjusted operating profit 406 380 +7% +14%
Adjusted operating margin 25.5% 24.2% +1.3pts +1.3pts

Revenues and adjusted operating profits
were up 7% and 12% respectively at
constant currencies before acquisitions,
and 8% and 14% including acquisitions.
The overall adjusted operating margin
impraved by 1.3 percentage points,
reflecting the strong revenue growth and
the actions taken to improve cost efficiency.

In US Legal markets, strong
subscription renewals and additional
online information and solutions sales,
partly held back by fewer large sized
discovery cases, drove underlying
revenue growth of 5%.

New Total Solutions products were
introduced throughout the year in the
core areas of litigation, client
development, practice management, and
research. Total Practice Advantage, with
a series of releases in 2007, has seen

particular success providing small law

firms with practice management and
client development tools in one
integrated easy to use solution. Other
Total Solutions are also growing well
such as Total Litigator, combining case
management tools, document and
evidence repositories, discovery tools, file
and serve applicatiens, and research.

The growth in the attractive Total
Solutions markets is being accelerated
through acquisition as well as organic
investment. In July, we acquired Juris,
which provides medium sized law firms
with time and billing and other practice
management solutions, to complement
what we have achieved in small law
firms with Total Practice Advantage.

In electronic discovery, we acquired
Image Capture Engineering in June to
complement the Concordance business
acquired last year. These businesses are
being integrated within Total Litigator to
service the majority of electronic
discovery needs and are steadily
migrating to a subscription model.

in US Corporate and Public Markets,
underlying revenue growth was 6%.
Whilst the news and business
information business is slower growing,
we saw strong demand in risk
management and in processing higher
volumes for the US patent and
trademark office. The Risk Information
and Analytics business again saw
double-digit revenue growth and further
good margin expansion driven by the
continued strength of the market
combined with leading technology and




Underlying revenue growth
%
5%
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The Advanced Sex

Offender Search

Experts estimate that there
are over 600,000 sex
offenders in the USA and
approximately 100,000 have
not registered with the
police. The Advanced Sex
Offender Search from
LexisNexis helps law
enforcement agencies

content. The business continues to
expand its product offerings and build its
presence in this attractive sector.

The LexisNexis International business
outside the US delivered underlying
revenue growth of 8% at constant rates,
or 10% including acquisitions and strong
margin and profit growth. Underlying
revenue growth has now been at or
around this level for each of the last four
years, driven by the growing penetration
of online information services across our
markets and new publishing. Good
growth was seen in the UK, France and
Southern Africa in particular as well as in
emerging markets such as India, Korea,
China and Taiwan.

To suppert the penetration of our Total
Solutions strategy, we have been
realigning and transforming the sales
organisation. This has involved the
integration of muttiple sales forces into
one in the US, global sates coordination,
a substantial upgrade in capabilities
and the deployment of our portfolio
solution selling methodology.

tools and processes. This will be
extended globally as Total Solutions
products are introduced internationatly.

Additionally, we have streamlined and
strengthened our organisation by
establishing global management
responsibilities for solutions development .
and delivery, unified marketing,

production and customer support.

The outlook for LexisNexis is positive.
The Total Solutions strategy, increased
penetration of online services
internationally and the strang demand for
risk information and analytics is driving
good revenue momentum. LexisNexis
has shown meaningful good underlying
margin improvement in each of the last
seven years and, with good revenue
growth and continued action on costs,
further strong progress is expected.

‘_/6 www.lexisnexis.com
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instantly locate sex
offenders, even when they
have failed to register with
the police as required by
law. Florida law
enfarcement has used
LexisNexis technology to
search for over 1,000
absconded sex offenders.
The Nationat Center for
Missing and Exploited

Children estimates that
LexisNexis technotogy was
directly instrumental
in the successful recovery
of at least 146 missing
children in 2004.
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Operating and financial review continued

Reed Business

Reed Business has performed well this year with a strong
performance in the exhibitions business {partly held back by the
cycling out of a number of non-annual shows] and rapid growth
in online services more than compensating for print declines

Revenue (Em)

1,418

o |

Adjusted operating profit (Em)

241

1,483

260

+7%

at constant currencies

+6%

underlying

+10%

at constant currencies

+8%

underlying

%

change at
2007 2006 % constant
£m £m change currencies

Revenue
Reed Business Information 206 896 +1% +4%
Reed Exhibitions 577 522 +11% +13%
Total 1,483 1,418 +5% +7%
Adjusted operating profit 260 241 +8% +10%
Adjusted operating margin 17.5% 17.0% +(0.5pts +0.5pts

Revenues and adjusted operating profits
were up 6% and 8% respectively at
constant currencies before acquisitions
and disposals, or 7% and 10% after
portfolio changes. The overall adjusted
operating margin was up 0.5 percentage
points, with the cycling out of
contribution from biennial joint venture
exhibitions reducing margin growth by
0.2 percentage points.

Reed Exhibitions saw revenues 13%
ahead at constant currencies, or 12%
excluding acquisitions and disposals.
Strong growth was seen across the show
portfolio with particular success at the
Mipim international property show in
Cannes and the JCK jewellery show in
Las Vegas. Adjusted operating profits
were up 11% at constant currencies, or
8% excluding acquisitions and disposals,
held back by the cycling out of the
contributian fram biennial joint venture
shows. Excluding the cycling of shows,
underlying revenue growth and adjusted
operating profit growth were 10% and
11% respectively.

Thirty new shows were launched in the
year, in sectors ranging from personal
care to aerospace and from Argentina

to China. The portfolio was also added
to through the acquisition of a joint
venture interest in Alcantara Machado,
the leading show organiser in Brazil,
and of a group of six international
aerospace shows. The decision was
taken to exit the defence sector and a
sale process is underway.

The Reed Business Information
magazine and information businesses
saw revenues 4% ahead at constant
currencies, or 3% befare acquisitions
and disposals. Continued strong growth
in online services of 20% underlying
more than compensated for a 2% decline
in print as the business migrates online.
Online revenues now contribute 30% of
RBI's revenues. Adjusted operating
profits were up 10% at constant
currencies through continued actions

to improve cost efficiency.

In the UK, underlying revenues were up
5% reflecting strong growth in online
sales, up 19% and which now represent
46% of total RBI UK revenue.
Totaljobs.com, the leading UK
recruitment site, continued its rapid
growth with revenues up 35%. The
number of market leading job boards




Underlying revenue growth

+5% +5%

B3
5%

increased from 10 to 12 in 2007 with the
launch of UK regional sites in Scotland
and the North West of England and
further launches are planned. In the
Netherlands and International,
underlying revenue growth was 4% with
good growth in online products. In the
Netherlands, Elsevier magazine reached
record print circutation tevels and
received an industry award as the
number one magazine for advertisers
and media agencies. In the US, RBI
underlying revenue was flat, with online
revenues growing rapidly, offset by the
decline in print including discontinued
titles. Advertising revenues grew rapidly
across community sites, up 31%. This
reflects surging web traffic as these

sites increasingly become a starting paint

on the web for the communities they
serve with their mix of professional
content, community interaction and
online tools proving attractive for both
users and advertisers.

The growth of online sales in RBI was
accelerated by a number of acquisitions,
including BuyerZone, a fast growing
online service for matching vendors and
buyers in procurement tendering,

ACCESSIBLE

ISC365.com from Reed
Exhibitions is an online
resource for security
professionals, providing
easy access to news,
education and training,
business and networking
opportunities. An extension
of the trusted ISC Expo
brand, it features the
security industry's largest

fully searchable product
database, and connects
securily professionals, in
cne place, 365 days a year.

acquired in January 2007 and
DoubleTrade, an online tendering
service, acquired in April 2007. Both
are performing strongly.

The outlook for Reed Business is
positive. The demand for exhibitions
remains good and advance bookings,
particularly for the important first half of
2008, are encouraging. The business
magazines and information businesses,
whilst seeing some general uncertainty
in markets such as property and
construction, are seeing no overall shift
in market trends with continued strong
growth in online services and slow
decline in print. Continued cost actions
are expected to deliver overall margin
improvement together with the cycling
in of joint venture exhibitions.

\/@ www.reedbusiness.com
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Operating and financial review continued

Discontinued operations - Harcourt Education

Harcourt performed well in US state book adoptions, particularty
in the secondary schools market, and saw a significant turnaround
in operational performance in the Assessment business

%
change al
2007 2006 % constant
£m £m change currencies

Revenue
Schools & Assessment 708 776 -%% -1%
International L4 113 -61% -59%
Total 752 B89 -15% -9%
Adjusted operating profit 121 129 6% +2%
Adjusted operating margin 16.1% 14.5% +1.6pts +1.8pts

Following announcement in February 2007 of the planned sale of Harcourt Education, the division
is presented as a discontinued operation. On 4 May, the sale of the Harcourt Education
International and Harcourt Assessment businesses to Pearson plc was announiced, and on 16 July
the sale of the Harcourt US K-12 Education businesses to Houghton Mifflin Riverdeep Group was
announced. The disposals of the UK, Australian and New Zealand businesses of Harcourt
Education International completed in May 2007 with the South African business completing in
August 2007. The disposal of the Harcourt US K-12 Education businesses completed in December
2007, and the disposal of Harcourt Assessment and the remaining Harcourt Education
International businesses completed in January 2008.

The reduced revenues and adjusted
operating profits reported for Harcourt
Education in the year reflect the timing of
the business disposals and the seasonality
of the businesses.

The Harcourt Education US K-12 business
saw revenues up 4% at constant currencies
for the first eleven months of the year with
good growth in the basal publishing
businesses partly offset by a weaker
supplemental market. Harcourt had
significant success in the state textbook
adoption market and in particular with its
new elementary social studies and math
programmes and secondary math. The
secondary business again took by far the
largest market share in new textbook
adoptions. The supplemental market
dectined as traditional supplemental product
gives way to more comprehensive
intervention and assessment products

and further investment was made in these.
The new StoryTown elementary reading
prograrmme launched in open territories has
been very well received which bodes well
for the major reading adoptions in 2008.

The Assessment business saw revenues 1%
lower at constant currencies. This reflected
the prior year loss of two major state testing
cantracts, with the business atmost making
up the gap with new publishing and contract
wins and extensions. The turnaround in
operational performance is also reflected in
significantly improved profitability.

The sale of the majority of the International
business was completed in May 2007 with
the remainder completed in August 2007
and January 2008.




Chief Financial Officer’s report

Revenue (Em)

4509 4,584
%
+2%
at reported currencies
+6%
06} 07 at constant currencies

Revenue by division

B Elsevier 33%
B LexisNexis 35%
0 Reed Business 32%

Revenue by geography
B North America £9%

B Rest of Europe 20%

O Rest of World 14%

B UK 13%

0 Netherlands 4%

Reed Elsevier combined businesses %
h

2007 2006 % Conciont
Reported flg ures £m £m change currencies
Revenue 4,584 4,509 +2% +6%
Operating profit 888 837 +6% +12%
Profit before tax 812 678 +20% +26%
Net borrowings 492 2,314
Adjusted figures
Operating profit 1,137 1,081 +5% +11%
Profit before tax 998 923 +8% +13%
Operating cash flow 1,108 1,086 +2% +6%
Operating margin 24.8% 24.0%
Operating cash flow conversion 97% 100%

Adjusted figures are presented as additional performance measures and are stated before the amartisation of acquired intangible
assets, acquisition integratien costs, disposats and other non operating items, related tax effects and movements on deferred tax
balances not expected to crystallise in the near term. Reconciliations between the reperted and adjusted figures are provided in

the notes to the combined financial statements.

Currency

The average US dollar exchange rate in 2007
was significantly weaker than in 2008, down
7% against sterling. The reported resutts are
therefore significantly impacted by currency
translation effects,

Income statement

Revenue from continuing operations (ie
excluding Harcourt Education] at £4,584m
increased by 2%. Al constant exchange rates,
revenue was 6% higher, both including and
excluding acguisitions and disposals.

Reported figures

Continuing operations

Reported operating profit from continuing
operations, after amertisation of acquired
intangible assets and acquisition integration
costs, at £888m, was up 6%. The increase
reflects the strong underlying operating
performance, partly offset by currency
translation effects.

The amortisation charge in respect of
acquired intangible assets, including the
share of amortisation in joint ventures,
amounted to £221m, up E1Cm, principally as
a result of recent acquisitions, partly offset
by currency translation effects.

Acquisition integration costs amounted to
£20m [2006: £23m]. Disposals and other non
operating items within continuing operations
comprise gains on disposals of businesses
and investments of £65m and fair value
decreases in the portfolio of venture capital
investments of £2m.

The reported profit before tax, including
amortisation of acquired intangible assets, |
acquisition infegration costs and non

operating items, at £812m, was up 20%.

The reported iax credit of £82m compares
with a charge of £8ém in the prior year. The
current year credit includes the benefit of
£223m in respect of previously unrecognised
deferrad tax assets and capital losses arising
in continuing operations, which are realisable
as a result of the disposal of Harcourt
Education. The reported tax credit also
reflects movements on deferred tax balances
arising cn unrealised exchange differences on
long term inter-affiliate lending. These
deferred tax movements are recognised in the
income statement but are not expected to
crystallise in the foreseeable future.



Chief Financial Officer’s report continued

Adjusted operating profit (Em)

1,081 1']3
%
1 +5%
jl at reported currencies
%
+11%
m__ Bl 5t constant currencies

Adjusted profit before tax (Em)

998

+8%

at reported currencies

+13%

at constant currencies

Discontinued operations

The reported operating profit of Harcourt
Education of £112m was up £6%9m on the
prior year, principally reflecting the cessation
of amortisation of acquired intangible assets
following the disposal announcement.

The gain on the disposal of the Harcourt US
Schools business and those Harcourt
Internationat businesses completed in the
year was £611m. Taxes on the completed
disposals were £380m, excluding the tax
credits included in continuing operations
described above.

Total operations

The reported attriputable profit of £1,200m
compares with a reported aitributable profit
of £623m in 2006, reilecting the strong
operating performance and the part disposal
of Harcourt Education,

Adjusted figures

Adjusted figures are used by Reed Elsevier
as additional performance measures and are
stated before amortisation of acquired
intangible assets and acquisition integration
costs, and, in respect of earnings, reflect a
tax rate that excludes the effect of
movements in deferred taxation assets and
liabilities that are not expected to crystallise
in the near term. Profit and loss an disposals
and ather non operating items are also
excluded from the adjusted figures.
Comparison at canstant exchange rates uses
2004 average and hedge exchange rates.

Continuing operations

Adjusted operating profit from continuing
operations, at £1,137m, was up 5%. At
constant exchange rates, adjusted operating
profits were up 11%, or 10% excluding
acquisitions and disposals.

The net pension expense including the
unallocated net pension financing credit) was
£49m, down £16m from 2006, principally
reflecting higher returns on plan assets and
curtailments. The charge for share based
payments was £38m (2006: E44m].
Restructuring costs, other than in respect

of acquisition integration, were £16m

[2006: £18m).

Overall adjusted operating margin for the
continuing businesses was up 0.8 percentage
points at 24.8% reflecting the good revenue
growth and cost efficiency. The cycling out of
biennial joint venture exhibitions, which
contribute to profit but not to revenues,

had a 0.1 percentage point adverse effect on
overall margin growth. Currency translation
mix and the effect of the science journal
currency hedging programme reduced
margin by 0.2 percentage points. [The net
benefit of the Elsevier science journal
hedging programme is lower in 2007 than in
2006 as the effect of the weaker US dollar is
incorporated within the three year rolling
hedging programme.}

Net finance costs, at £13%m, were £19m
lower than in the prior year largely due to
currency translation effects and the benefit
of proceeds frem the disposal of Harcourt
Education businesses.

Adjusted profit before tax from continuing
operations was £998m, up 8% compared to
the prior year. At constant exchange rates,
adjusted profit before tax was up 13%.

The effective tax rate on adjusted earnings
for the continuing businesses, at 23%, was
similar to the rate in 2006. [The effective tax
rate an adjusted earnings excludes
movements in deferred taxation assets
and liabilities that are not expected to
crystallise in the near term, and more
closely aligns with cash tax costs. Adjusted
operating profits and taxation are also
grossed up for the equity share of taxes

in joint ventures.)

Discontinued operations

Adjusted operating profit from discontinued
operations, at £121m, was down £8m, largely
as a result of the timing of disposals and
currency translation effects.

Total operations

The adjusted profit attributable to
shareholders, including discontinued
operations, was £852m, up 7% compared to
the prior year. At constant exchange rates,
adjusted profit attributable to shareholders
was up 13%.

The eifective tax rate an the profit from total
operations was 23.6%, slighily lower than the
24.1% effective rate for 2006.

Cash flows and debt

Adjusted operating cash flow from continuing
operations was £1,108m, up 2%, or 6% at
constant currencies. The rate of conversion
of adjusted operating profits into cash flow
for the continuing businesses was high at
97% (2006: 100%] reflecting the continued
focus on management of working capital.




Harcourt Education, which were included in
the special distribution to shareholders of
the parent companies in January 2008, After

Capital expenditure included within adjusted
operating cash flow from continuing
operations was £145m (2006: £167m),

Currency profile adjusted
profit before tax
B US Oollar 38%

Use of free cash flow

W Dividends 58%
M Cash available for acquisitions14%
O Buybacks 28%

Return on capital
employed (%]

07 +0.8pts

assets. Spend on acquisitions was £327m
(2006: £163m). Including deferred
consideration payable, an amount of £262m
was capitalised as acquired intangible assets
and £101m as goodwill. Acquisition
integration spend in respect of these and
other recent acquisitions amounted to £19m.
Proceeds from disposats of businesses and
other assets amounted to £86m.

Free cash flow from continuing operations -
after interest and taxation - was £717m,
down £39m, reflecting higher tax paid than
in 2006 which saw certain tax refunds.
Dividends paid to shareholders in the year
amounted to £416m [2004: £371m). Share
repurchases by the pareni companies
amounted to £199m (2006: £217m).
Additionally. shares of the parent companies
were purchased by the employee benefit
trust to meet future cbligations in respect

of share based remuneration for £74m (2006:

£68m). Net proceeds from share issuance
under share option programmes were
£177m [2006: £93m].

Cash proceeds from the sale of discontinued
operations in the year were £1,933m.

Net borrowings at 31 December 2007 were
£492m (2006: £2,314m). The decrease of
£1,822m since 31 December 2006 reflects
the proceeds received from the part disposal
of Harcourt Education, proceeds from share
issuances and the benefit of free cash flow,
partially offset by dividends, share buy backs
and acquisition spend. Currency translation
differences increased net borrowings by
£18m, reflecting the strengthening of the
euro during the year against sterling, mostly
offset by the weakening of the US dollar.

On a proforma basis, net debt as at

31 December 2007 adjusted for the
aggregate special distribution paid to
shareholders of £2,013m on 18 January 2008
would have been £2,505m.

Gross barrowings after fair value
adjustments at 31 December 2007 amounted
to £3,129m, denominated mostly in US
dollars. The fair value of related derivatives
was £170m. Cash balances tatalled £2,467m
invested in short term deposits and
marketable securities including £1,933m
proceeds received from the part disposal of

;g:’;ﬂii’;’;o% including £80m in respect of capitalised adjusting net debt for the Harcourt disposat
B Other 8% development costs included within intangible  proceeds and taking into account interest

rate and currency derivatives, a total of 54%
of Reed Elsevier’s gross borrowings
[equivalent to 69% of net borrowings) were
at fixed rates and had a weighted average
remaining life of 5.5 years and interest
coupon of 5.3%.

The net pension surplus, ie pension assets
less pension obligations, at 31 December
2007 was £50m which compares with a net
deficit as at 31 December 2005 of £236m.
The improvement principally arises from
increases in long term corporate bond yields
used to discount scheme obligations.

Capital employed and returns

The capital employed in the continuing
businesses at 31 December 2007 was
£7.825m (2006: £7,266m), after adding back
accumulated amortisation of acquired
intangible assets and goodwill. The increase
of £559m principally reflects the impact of
acquisitions and movement of the pension
schemes into a net surplus, partially offset
by disposals.

The return on average capital employed for
the continuing businesses in the year was
11.8% (2006: 11.0%: total operations 9.8%).
This return is based on adjusted operating
profits, tess tax at the effective rate, and the
average of the capital employed at the
beginning and end of the year retranslated at
average exchange rates. The improvement in
the year reflects the good underlying profit
growth and low capital requirements.

Acquisitions typically dilute the overall return
initially, but build quickly to deliver tonger
term returns well over Reed Elsevier’s
average for the business. The recent
acquisitions made in the years 2005 to 2007
are delivering post tax returns in 2007 of
180%, 7% and proforma 5% respectively and
continue to grow well.

Accounting policies

Introduction

The accounting policies of the Reed Elsevier
combined businesses are described in the
combined financial statements. The Reed
Elsevier combined financial statements and
the consolidated financial statements of
Reed Elsevier PLC and Reed Elsevier NV are
presented in accordance with International
Financial Reporting Standards [IFRS).
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The most significant accounting policies in
determining the financial conditicn and
results of the combined businesses, and
those requiring the most subjective or
complex judgement, relate to the valuation
of goodwill and intangible assets, share
based remuneration, pensions and taxation.

Revenue recognition policies, while an area
of management focus, are generally
straightforward in application as the timing
of product or service delivery and customer
acceptance for the various revenue types
can be readily determined. Allowances for
product returns are deducted from revenues
based on histerical return rates. Where
sales consist of two or more components
that operate independently, revenue is
recognised as each component is
completed by performance, based on
attribution of relative value.

Pre-publication costs incurred in the
creation of content prior to production and
publication are deferred and expensed aver
their estimated useful lives based on sales
profiles. Such costs typically comprise
direct internal labour costs and externally
commissioned editoriai and other fees.
Estimated useful lives generally do not
exceed five years. Annual reviews are
carried out to assess the recoverability of
carrying amounts.

Development spend embraces investment in
new product and other initiatives, ranging
from the building of new online delivery
platforms, to launch costs of new services,
to building new infrastructure applications.
Launch costs and other operating expenses
of new products and services are expensed
as incurred. The costs of building product
applications and infrastructure are
capitalised as intangible assets and
amortised over their estimated useful lives.
Impairment reviews are carried out annually.

Goodwill and intangible assets

Reed Elsevier's accounting pelicy is that, on
acquisition of a subsidiary or business, the
purchase consideration is allocated
between the net tangible and intangible
assets other than goodwill on a fair vatue
basis, with any excess purchase
consideration representing goodwill. The
valuation of intangible assets represents the
estimated economic value in use, using
standard valuation methodologies, including
as appropriate, discounted cash flow, relief

from royalty and comparable market
transactions. Acquired intangible assets are
capitalised and amortised systematically
over their estimated useful lives, subject to
annual impairment review. Appropriate
amortisation periods are selected based on
assessments of the longevity of the brands
and imprints, the market positions of the
acquired assets and the technological and
competitive risks that they face. Certain
intangible assets in relation to acquired
science and medical publishing businesses
have been determined to have indefinite
lives. The longevity of these assets is
evidenced by their long established and well
regarded brands and imprints, and their
characteristically stable market positions.

The carrying amounts of goodwill and
indefinite lived intangible assets in each
business are regularly reviewed for
impairment at least twice a year. The
carrying amounts of all other intangible
assets are reviewed where there are
indications of possible impairment. An
impairment review involves a comparison

of the carrying value of the asset with
estimated values in use based on latest
management cash flow projecticns. Key
areas of judgement in estimating the values
in use of businesses are the forecast long
term growth rates and the appropriate
discount rates to be applied to forecast cash
flows. Based on the latest value in use
calculations, no goodwill or intangible assets
were impaired as at 31 December 2007.

Share based remuneration

Share based remuneration is acceunted for
in accordance with IFRS 2 - Share Based
Payment and is determined based cn the
fair value of an award at the date of grant,
and is spread over the vesting period on a
straight line basis, taking into account the
number of shares that are expected to vest.
The fair value of awards is determined at
the date of grant by use of a binorial or
Monte Carlo simulation model as
appropriate, which requires judgements to
be made regarding share price volatility,
dividend yield, risk free rates of return and
expected option lives. The number of
awards that are expected to vest requires
judgements to be made regarding forfeiture
rates and the extent to which performance
conditions will be met. These assumptions
are determined in conjunction with
independent actuaries based on historical
data and trends.




Maturity profile of
borrowings

M Year 3

@ Years 4-5

O Years 6-10

W After 10 years

Pensions
Pension costs are accounted for in
accordance with 1AS19 - Employee Benefits.

Accounting for defined benefit pension
schemes involves judgement about
uncertain events, including the life
expectancy of the members, salary and
pension increases, inflation, the return on
scheme assets and the rate at which the
future pension payments are discocunted.
Estimates for these factors are used in
delermining the pension cost and liabilities
reported in the financiat statements. These
best estimates of future developments are
made in conjunction with independent
actuaries. Each scheme is subject to a
penodic review by the independent actuaries.

For defined contribution schemes, the net
cost represents contributions payable.

Taxation

The Reed Elsevier combined businesses seek
to organise their affairs in a tax efficient
rmanner, taking account of the jurisdictions in
which they operate. A number of acquisitions
and disposals have been made in recent years
giving rise to complex tax issues reguiring
management to use its judgement to make
various tax deterrminations. Although Reed
Elsevier is confident that tax returns have
been appropriately compiled, the application
and tnterpretation of tax legislation is subject
to uncertainty and there are risks that further
tax may be payable on certain transactions or
that the deductibility of certain expenditure for
tax purposes may be disallowed. Reéd
Elsevier's policy is to make provision for tax
uncertainties where it is considered probable
that tax payments may arise,

Reed Elsevier's policy in respect of deferred
taxation is to provide in full for all taxable
temporary differences using the balance
sheet lizbility method. Deferred tax assets are
only recognised to the extent that they are
considered recoverable based on forecasts of
available taxable profits against which they
can be utilised over the near term.

Treasury policies

The boards of Reed Elsevier PLC and Reed
Elsevier NV have requested that Reed
Elsevier Group plc and Elsevier Reed
Finance BV have due regard to the best
interests of Reed Elsevier PLC and Reed
Elsevier NV shareholders in the formulation
of treasury policies.

Financial instruments are used to finance
the Reed Elsevier businesses and to hedge
transactions. Reed Elsevier’s businesses do
not enter into speculative transactions. The
main treasury risks faced by Reed Elsevier
are liquidity risk, interest rate risk and
foreign currency risk. The boards of the
parent companies agree overall policy
guidelines for managing each of these risks
and the boards of Reed Elsevier Group plc
and Elsevier Finance SA agree policies

lin conformity with parent company
guidelines] for their respective business and
treasury centres. These policies are
summarised below.

Liquidity

Reed Elsevier maintains a range of
borrowing facilities and debt programmes
to fund its requirements, at short notice and
at competitive rates. The significance of
Reed Elsevier Group plc's US operations
means that the majority of debt is
denominated in US dollars and is raised in
the US debt markets. A mixture of short
term and long term debt is utilised and
Reed Elsevier maintains a maturity profile
to facilitate refinancing. Reed Elsevier's
policy is that no more than US$1.0bn of
term debt issues should mature in any
12-month period. In addition, minimum
levels of borrowings with maturities over
three years and five years are specified,
depending on the level of net debt.

After taking account aof the maturity of
committed bank facilities that back short
term borrowing and after utilising available
cash resources (excluding £1,933m of cash
received from the part disposal of Harcourt
Education, which was included in the
special distribution paid to shareholders of
the parent companies in January 2008] at
31 December 2007, no borrowings mature in
the next two years, 27% of borrowings
mature in the third year, 29% in the fourth
and fifth years, 31% in the sixth to tenth
years, and 13% beyond the tenth year.

At 31 December 2007, Reed Elsevier had
access to US$3.0bn (2006: US$3.0bn) of
committed bank facilities, of which US$85m
was drawn. These facilities principally
provide back up for short term debt but also
security of funding for future acquisition
spend in the event that commercial paper
markets are not available. All these
committed facilities expire within two to
three years (2006: two to three years).
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The US$4.1bn acquisition of ChoicePoint Inc,
announced by Reed Elsevier on 21 February
2008, will be financed initially from new bank
facilities of up to US%4.65bn which three
major banks have committed to underwrite
and arrange. This initial funding will be
refinanced later through the issuance of
term debt.

Interest rate exposure management

Reed Elsevier's interest rate exposure
management policy is aimed at reducing the
exposure of the combined businesses to
changes in interest rates. The proportion of
interest expense that is fixed on net debi is
determined by reference to the level of
interest cover. Reed Elsevier uses fixed rate
term debt, interest rate swaps, forward rate
agreements and a range of interest rate
options to manage the exposure. Interest
rate derivatives are used only to hedge

an underlying risk and no net market
positions are held.

At 31 December 2007, after taking account
of interest rate and currency derivatives,
US$3.3bn of Reed Elsevier's net debt was
denominated in US dollars and net interest
expense was fixed or capped on
approximately US$2.3bn of forecast US
dollar net debt for the next 12 months. This
fixed or capped net debt reduces to
approximately US$1.3bn by the end of the
third year and reduces further thereafter
with atl but US$0.1bn of fixed rate term dehbt
[not swapped back to floating rate) having
matured by the end of 2012.

At 31 December 2007, fixed rate US dollar
term debt [not swapped back to floating
rate] amounted to US$1.2bn (2004:
US$1.3bn) and had a weighted average life
remaining of 8.1 years (2006: 8.3 years] and
a weighted average interest coupon of 5.9%
[2006: 6.0%). Interest rate derivatives in
place at 31 December 2007, which fix or cap
the interest cost on an additional US$1.1bn
(2006: US$1.5bn] of variable rate US dollar
debt, have a weighted average maturity of
1.1 years {2006: 1.4 years) and a weighted
average interest rate of 4.8% [2006: 4.5%).

Foreign currency exposure management
Translation exposures arise on the earnings
and net assets of business operations in
countries other than those of each parent
company. These exposures are hedged,

to a significant exient, by a policy of
denominating borrowings in currencies

where significant translation exposures
exist, most notably US dollars.

Currency expasures on transactions
denominaied in a foreign currency are
required to be hedged using forward
contracts. In addition, recurring transactions
and future investment exposures may be
hedged, within defined limits, in advance of
becoming contractual. The precise policy
differs according to the specific
circumstances of the individual businesses.
Expected future net cash flows may be
covered for sales expected for up to the next
12 months (50 months for Elsevier science
and medical subscription businesses up to
limits staggered by duration). Cover takes the
form of foreign exchange forward contracts.

As at 31 December 2007, the amount of
outstanding foreign exchange cover designated
against future transactions was US$1.4bn
(2006: US$1.2bn).

Capital management

The capital structure is managed to
support Reed Elsevier's objective of
maximising long-term shareholder value
through ready access to debt and capital
markets, cost effective borrowing and
flexibility to fund business and acquisition
opportunities whilst maintaining
appropriate leverage to optimise the cost
of capital.

Qver the long term Reed Elsevier targets
cash flow conversion [the proportion of
adjusted operating profits converted into
operating cash flow] and credit metrics to
reflect this aim and that are consistent with
a solid investment grade credit rating.
Levels of net debt should not exceed those
consistent with such a rating other than for
relatively short periods of time, for instance
following an acquisition. The principal
metrics utilised are free cash flow [after
interest, tax and dividends| to net debt, net
debt to Ebitda {earnings before interest,
taxation, depreciation and amortisation]
and Ebitda to net interest. Cash flow
conversion of 90% or higher and a net debt
to Ebitda target, over the long term, in the
range of 2x to 3x are consistent with the
rating target.

Reed Elsevier's use of cash reflects these
objectives through a pregressive dividend
policy that aligns dividend growth with
earnings grewth, an annual share




repurchase programme and selective
acquisitions. It aims to distribute 70% to
80% of free cash flow to shareholders, over
the long term, through dividends and share
buybacks, whilst retaining the balance
sheet strength to maintain access to the
most cost effective sources of borrowing
and to support Reed Elsevier’s strategic
ambition in evolving publishing and
information markets.

The balance of long term debt, short term
debt and committed hank facilities is
managed to provide security of funding,
taking into account the cash generation of
the business and the uncertain size and
timing of acquisition spend.

There were no changes to Reed Elsevier's
appreach to capital management during
the year.

Elsevier Reed Finance BV

Structure

Elsevier Reed Finance BV, the Dutch parent
caompany of the Elsevier Reed Finance BY
group ["ERF"], is directly owned by Reed
Elsevier PLC and Reed Elsevier NV. ERF
provides treasury, finance, intellectual
property and insurance services to the

Reed Elsevier Group plc businesses through
its subsidiaries in Switzerland: Elsevier
Finance SA ["EFSA], Elsevier Properties SA
["EPSA") and Elsevier Risks SA ["ERSA™).
These three Swiss companies are organised
under one Swiss holding company, which is
in turn owned by Elsevier Reed Finance BV.

Activities
EFSA, EPSA and ERSA each focus on their
own specific area of expertise.

EFSAis the principal treasury centre for the
combined businesses. It is respons:ble for
all aspects of treasury advice and support
for Reed Elsevier Group plc's businesses
operating in Continental Europe, South
America, the Pacific Rim, India, China and
certain other territories, and undertakes
foreign exchange and derivatives dealing
services for the whole of Reed Elsevier.
EFSA also arranges or directly provides
Reed Elsevier Group plc businesses with
financing for acquisitions and product
development and manages cash poels and
investments on their behalf. EPSA is
responsible for the management of tangible
and intangible property rights whilst ERSA
is responsible for insurance activities
relating to risk retention.

Major developments

In 2007, EFSA issued @ CHF350m bond in the
Swiss public market and concluded several
term financing agreements. It renegoatiated a
number of banking and cash management
arrangements in Continental Europe and
Asia and continued to provide advice to Reed
Elsevier Group plc companies on treasury
matters, including interest and foreign
currency exposures particularly in the
coniext of the disposal of the Harcourt
Education businesses.

The average balance oi cash under
management by EFSA in 2007, on behalf
of Reed Elsevier Group plc and its parent
companies, was approximately $0.9bn
(2006: $0.5bn].

EPSA acquired additional intangible assets
in the period, including the rights to the
Beilstein chemical compound database.

Liabilities and assets

At the end of 2007, 89% (2006: 88%] of ERF’s
gross assets were held in US dollars and
10% (2006: 10%) in euros, including $8.5bn
(2006: $8.4bn] and €0.7bn (2006 €0.8bn) in
loans to Reed Elsevier Group plc
subsidiaries. Loans made to Reed Elsevier
Group plc businesses are funded frorn equity,
long term debt of $1.3bn and short term debt
of $1.1bn backed by committed bank
facilities. Long term debt is derived from a
Swiss domestic public bond issue, bilateral
term loans and private placements. Short
term debt is primarily derived from euro and
US commercial paper programmes.
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Reed Elsevier PLC
Adjusted EPS

35.9p

33.6p

+7%

B ot reported currencies

+12%

B at constant currencies

Reed Elsevier PLC
Dividends

18.1p

+14%

-

Reed Elsevier NV
Adjusted EPS

€

o

€0.76 50

+5%

at reported currencies

+12%

H at constant currencies

E

Reed Elsevier NV
Dividends

€0.425
£0.406 g

Parent companies

%

change at

2007 2006 % constant

Reed Elsevier PLC £m £m change currencies
Reported profit attributable 524 320 +95%

Adjusted profit attributable 451 421 +7% +13%
Reported earnings per share 49.7p 23.6p +94%

Adjusted earnings per share 35.9p 33.6p +7% +12%
Dividend per share 18.1p 15.9p +14%

%

change at

2007 2006 % constant

Reed Elsevier NV €m €m change currencies
Reported profit atiributable 855 £58 +87%

Adjusted profit attributable 622 585 +6% +13%
Reported earnings per share €1.10 €0.59 +86%

Adjusted earnings per share €0.80 €0.74 +5% +12%
Oividend per share €0.425 €0.406 +5%

Earnings per share

For the parent companies, Reed Elsevier PLC
and Reed Elsevier NV, adjusted earnings per
share for total operations were respectively
up 7% at 35.9p (2006: 33.6pl and 5% at €0.80
[2006: €0.76). At constant rates of exchange,
the adjusted earnings per share of both
companies increased by 12% over the

prior year.

Shares repurchased in the year under the
annual share repurchase plan announced in
February 2006 totalled 15.2 million ordinary
shares of Reed Elsevier PLC and 11.9 million
ordinary shares of Reed Elsevier NV. Taking
into account the associated financing cost,
these share repurchases are estimated to
have added approximately 0.2% to adjusted
earnings per share in 2007.

The reported earnings per share for Reed
Elsevier PLC shareholders was 49.7p [2006:
25.6pl and for Reed Elsevier NV shareholders
was €1.10 [2006: €0.59).

Dividends

The equalised final dividends proposed are
13.6p per share for Reed Elsevier PLC and
€0.311 per share for Reed Elsevier NV up
15% and 2% on the prior year respectively.
This gives tatal dividends for the year of 18.1p
and €0.425, up 14% and 5% on 2004
respectively. The difference in dividend
growth rates reflects the movernent in the
euro:sterling exchange rate between
dividend announcement dates.

Dividend cover, based on adjusted earnings
per share and the total of the interim and

proposed final dividend for the year, was
2.0 times for Reed Elsevier PLC and 1.9
times for Reed Elsevier NV.

Subsequent events

On 18 January 2008, a special distributicn was
paid o shareholders in the equalisation ratio
from the estimated net proceeds of the sale of
the Harcourt Education division. The distribution
was 82.0p per share for Reed Elsevier PLC and
€1.767 per share for Reed Elsevier NV and
amounted to £2,013m in aggregate.

The speciai distribution was accompanied by
a consclidation of the erdinary share capital
of Reed Elsevier PLC and Reed Elsevier NV
on the basis of 58 new ordinary shares for
every 67 existing ardinary shares. This
represents a 13.4% consolidation of ordinary
share capital, being the aggregate special
distribution expressed as a percentage of the
combined market capitalisation of Reed
Elsevier PLC and Reed Elsevier NV (excluding
the 5.8% indirect equity interest in Reed
Elsevier NV held by Reed Elsevier PLC]

as at the date of the announcement of the
special distribution.

Mok Arneon

Mark Armour
Chief Financiat Officer
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Directors

| Executive directors

Non-executive directors

Board Committee Membership

A Audit Committee: Reed Elsevier Group plc, Reed Elsevier PLC and Reed Elsevier NV
B Nominations Committee: joint Reed Elsevier PLC and Reed Elsevier NV

® Remuneration Commitiee: Reed Elsevier Group plc

¢ Corporate Governance Committee: joint Reed Elsevier PLC and Reed Elsevier NV

All of the executive directors are directors of Reed Elsevier Group plc, Reed Elsevier PLC and Reed Elsevier NV.

Mrs Dien de Boer-Kruyt is a member of the supervisory board of Reed Elsevier NV. All of the other non-executwe directors
are directors of Reed Elsevier Group plc and Reed Elsevier PLC and members of the supervisory board of Reed Elsevier NV.




Executive directors

1 Sir Crispin Davis (58) m

(British] Chief Executive Officer since
1999. Knighted in 2004 for services to
the information industry. Non-
executive directer of GlaxoSmithKline
ple. Prior to jeining Reed Elsevier was
Chief Executive Officer of Aegis Group
ple. From 1990 to 1993 was a member
of the main board at Guinness pic and
Group Managing Director of United
Distillers. Spent over 20 years at
Procter and Gamble where he held
senicer positions in the UK and
Germany, before heading up the
North American Food Business.

2 Mark Armour (53)

{British] Chief Financial Officer since
1996. Prior to joining Reed Elsevier as
Deputy Chief Financial Officer in 1995,
was a partner in Price Waterhouse.

3 Gerard van de Aast (50)

{Dutch] Chief Executive Officer of the
Reed Business division since 2060.
Member of the supervisory board of
Océ N.V. Prior to joining Reed Elsevier
was Vice President and General
Manager of Compaq's Enterprise
business in Europe. Middle East

and Africa.

4 Erik Engstrom (44)

{Swedish) Chief Executive Officer of
the Elsevier division since 2004. Prior
to joining Reed Elsevier was a partner
at General Atlantic Partners, Before
that was president and chief operating
officer of Random House. Began his
career as a consultant with McKinsey.
Served as a non-executive director

of Eniro AB.

5 Andrew Prozes [62)

(Canadian) Chief Executive Dfficer of
the LexisNexis division since 2000.
Non-executive director of Cott
Corporation. Prior to jeining Reed
Elsevier was an Executive Vice
President with the West Group,

part of the Thomsaon Carporation

and prior to that was Group President
of Southam Inc.

Non-executive directors

6 Jan Hommen (64) me ¢

(Dutch} Chairman since 2005.
Chairman of the supervisory board of
NG Group NV, TNT NV, Academisch
Ziekenhuis Maastricht and
TiasNimbas Business School of
Tilburg University. A member of the
supervisory hoard of Campina BY. Was
vice-chairman of the board of
management and chief financial
afficer of Royal Philips Electronics NV
untit his retirement in 2G05.

7 Diende Boer-Kruyt [63]) ¢
(Dutchl Appainted 2000. Member of
the supervisory boards of Sara Lee
International (a subsidiary of Sara Lee
Corporation], Imtech NV and Allianz
Nederland Group NV. Member of the
supervisory board of the National
Registry of non-executive directors
and director of the leadership
programmes Call and Ravel, for
leaders in business, government and
universities.

8 Mark Elliott (58) me ¢
{American) Appointed 2003. Chairman
of the Remuneration Committee since
July 2007. General Manager IBM
Global Sclutions. Non-executive
director of Group 4 Securicor PLC.
Held a number of positions with IBM,
including Managing Director of IBM
Europe, Middle East and Africa.
Served on the board of IBAX, a
hospital software company jointly
owned by |IBM and Baxter Healthcare,
and as chairman of the Dean’s
Advisory council of the Kelly School of
Business, Indiana University.

9 LisaHook (50) & ¢

[American] Appointed 2006. President
and Chief Operating Officer of NeuStar
Inc. Before that was President and
Chief Executive Officer at Sun Rocket
Inc. Was President of AOL Broadband,
Premium and Developer Services.
Prior to joining AQL, was a founding
partner at Brera Capital Partners LLC.
Previousty was Chief Operating Officer
of Time Warner Telecom, Has served
as Senior Advisor to the Federal
Communications Commission
Chairman and a Senior Counsel to
Viacomn Cable.

10 Robert Polet [52) @ &

(Dutchl Appointed 2007. President and
Chief Executive Officer of Gucci Group.
Before that spent 26 years at Unilever
working in a variety of marketing and
senior executive positions throughout
the world including President of
Unilever's Worldwide lce Cream and
Frozen Foods division.

11 David Reid (61) am @

(British) Appointed 2003. Senior
independent non-executive director
since July 2007. Non-executive
chairman of Tesco PLC, having
previously been executive deputy
chairman until December

2003, and finance director from 1985
to 1997. Chairman of Kwik-Fit and
previously a non-executive director of
De Vere PLC, Legal and General PLC
and Westbury PLC.

12 Lord Sharman of Redlynch OBE
(65) Ame

(Britishj Appointed 2002. Chairman of
the Audit Committee. Non-executive
chairman of Aviva PLC and Aegis
Group plc and a non-executive director
of BG Group plc. Member of the House
of Lords since 1999. Was chairman of
KPMG Worldwide untit 1999, having
joined KPMG in 1966.

13 Rolf Stomberg (67) me ¢
[German] Appointed 1999. Was senior
independent non-executive director
and Chairman of the Remuneration
Committee until July 2007. Chairman
of the supervisory board of Lanxess
AG and Francotype AG. Non-executive
director of Smith & Nephew PLC, AQA
Severstal, TNT NV, Deutsche BP AG,
HOYER GmbH and Biesterfeld AG.
Formerly a director of The British
Petroleum Company plc where he
spent 27 years, latterly as Chief
Executive of BP Qil International.
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HINARI

With an Elsevier grant of
$80,000, the Medical
Library Association
provided training on the
HINARI, AGORA, and OARE
online science initiatives to
librarians in Asia, Africa
and Latin America.

Corporate responsibility is our business
We believe success means achieving our
business goals through responsible and
sustainable action. We aim to be a leader in
our sector recognised for: profitable, ethical,
innovative, business performance; positive
engagement with stakeholders including
shareholders, employees, and communities;
enhancing the positive impact cf what we do
and limiting any negative conseguences,
including on the environment.

This dedication is evident in our efforts to
meet our 2007 corporate responsibility [CR)
objectives, framed against Reed Elsevier's
Vision Staiement.

Reed Elsevier is committed to making a real
contribution to society around the world

- Use Reed Elsevier CR Forum to monitor
CR risks, policy, and programmes
- Two meetings in 2007; angoing
engagement with members

- Continued proactive steps on CR
legislation
- Ongoing legislative reviews, e.g., on
antitrust, governance, environment

- New approaches to UN Global Compact

[UNGC) promotion and invelvement

- Support for Dutch and Eastern
European Neiworks, including
presentations and consultation

- Lead Communications Working Group
of UK Network

- In-kind production assistance with
UNGC Leaders Summit DVD

- Further programmes that advance
access to product for disadvantaged
communities
- Commitment to UN programmes

until 2015

To make a real contribiution to saciety we
work to ensure goad governance and spread
best practice. Accordingly, the Reed Elsevier
Corperate Responsibility Forum, chaired by

CEQ Sir Crispin Davis, with executives
representing ail major business functions,
met mid and end year to review CR policies,
objectives and achievements.

We continued to take proactive steps on

CR legislation, cansulting with the UK
government on its carbon reduction
commitment. We also participated in Respect
Table with leading European companies and
Margot Wallstrém, Vice President of the
European Commission, to develop a ‘road
map’ to Copenhagen, where a successor to
the Kyoto Protocol climate change agreement
will be formulated in 2009; see
www.roadtocopenhagen.org.

Through HINARI [Health InterNetwork
Access to Research Initiativel, run by the
Worid Health Organization, we provide
institutions in developing countries free or
low cost access to 1000 health research
journals. In 2007, nearly one million
downloads were made from Elsevier
publications. Similarly, with AGORA [Access
to Global Online Research in Agriculture),
offered by the UN Food and Agricultural
Organization, Elsevier gave students,
researchers, and academics in 67 developing
countries, free or low cost access to 1,175
agricultural and related journals (over 50% of
the total journals available through AGORA).
Elsevier is also a founding member of OARE
[Online Access to Research in the
Environment] providing leading environmental
science to 375 qualifying institutions.

We provide our professional customers with
high value information-driven solutions that
have an impact on their effectiveness

- Continued promoetion of Group Editorial
Policy
— Promoted in the Reed Elsevier CR
Newsletter; CR update presentations;
intranet features

Maintaining the integrity of what we produce
is paramount. We promote the Reed Elsevier
Editorial Pelicy which maintains our

o |




Earihwatch

We work with Earthwatch to promote
environmental conservation and education.
In 2007, eight employees from across the
UK joined Dr: Kevin Robinson and his team
from the Cetacean Research and Rescue
Unit to collect critical data on whale and
dolphin papulations on the northeast coast
of Scotland.

2007 Environmental

Performance’

Energy: 190mWh

Water: 370m?

Waste: 121
(55% recycled)

C0z Emissians

{GHG Protacol);

Scope 1 12t/C02

Scope 2 73t/C02

Scope 3 36t/C02

Production Paper 90t

* knitial results, '000s

Environmental Targets

— 10% reduction in
energy and water
by 2008 {rom a
2003 baseline

— 10% reduction in CO2
emissions by 2010
from a 2003 baseline

—= 2% reduction in
transport emissions
by 2008 from a
2005 basetine

— 50% recycling target
for all UK waste
by 2009

commitment to editorial freedom and
original, accurate, fair and timely
information. Our publications and products
regularly receive awards for excellence. In
2007, the Periodical Publishers Association
awarded Reed Business Computer Weekly
its Editorial Campaign of the Year for a review
of the UK government’s National Health
Service IT investment programme.

We are passionate about understanding and
responding to customer needs. We provide
authoritative information and technology
based solutions across key stages of our
customers workflow

— New group-wide approach to customer
feedback
- REcommend survey programme
established; 100,000 customers
reached to track Net Promoter scores

In additicn to on-going customer listening,
we launched REcommend across the
divisions by surveying 100,000 customers
to obtain Net Promoter scores, a simple
measure of whether our custamers will
recommend us. Action plans have been
developed around results and the
pregrarmme will continue into 2008,

We focus on innovation and content
development and mastery of digital technology

— Continued Customer Focus through
value-added online services
~ Numerous products and services
developed

As our customers’ workflows rapidly migrate
online, we are linking essential content with
digital delivery, creating innovative products
and solutions that can transform their
effectiveness. lllustrative is LexisNexis' Total
Patent, a single, online source for worldwide
patent content, launched in 2007. With a 25%
increase in the volume of worldwide patent
filings, it helps professionals stay current on
the issues. Designed with input from
intellectual property experts from around the

world, it comprises full texts from 22 of the
world's major patent authorities.

We proactively manage our portfolio of
businesses... We are committed to building
sustainable, leadership positions

= Active stakehclder engagement and
assessment
- Regular meetings with investors, staff,
governments, and NGQOs
- Benchmarking surveys le.q.,
DowJones Sustainability Index and
Business in the Community CR Index)

— Continue to advance environmental goals

by key facility

- Regular calls/annual meetings with
globat Environmental Champions

- Worlc Environment Day focus on
water; events throughout group

- Divisional initiatives including active
gREen Teams

—» Gain further understanding of certified
sustainable paper used in our products
and set targets for improvement
~ Founder member of Publishers for
Responsible Environmental Paper
Scurcing [PREPS] Database to grade
papers on forest sources, harvesting,
and recycling

— All Reed Elsevier paper on PREPS
system - training for key group paper
purchasers

- Expand external assurance of
environmental data to US locations
- Ernsi & Young assured 2006 US and
UK environmental data
- New Environmental Workbook for
capturing environmental data

- Expand phased approach to
environmental certification to Reed
Elsevier headquarters and develop
model for use at other locations
- Environmental Certification

Committee established




Corporate responsibility continued

Days of Caring

During global RE Cares Month in

September, 146 volunteers from LexisNexis
Charlottesville completed 12 projecis at a
local primary school, including painting a
map of the United States in the playground.
Employees joined 2,400 volunteers from local
businesses and organisations as part of this
community Day of Caring.

Are you sitting
correctly?

2007 Health & Safety
Awareness Poster

- Energy audit by Carbon Trust of
seven key UK locaticns

- LexisNexis: all UK sites to Phase 1
BS 8555 certification

- Carry out carbon footprint exercise for
one product line
- Comparison of carbon footprint,
print vs anline, at Elsevier energy
journal Fuel

Proactively managing our businesses means
listening to stakeholders. Their concern over
our invalvement in organising defence
exhibitions led to our decision in the year

to withdraw from the sector.

We are passionate about building a
sustainable husiness. We are working to limit
our impact on the environment through
energy and water use, waste generation,
business travel, transport, paper, production
technologies and in our supply chain. As part
of our 2007 water reduction campaign, we
held a group competition won by Elsevier
Oxford. They pledged to explore using rain
water to maintain their grounds and, by
turning off an exterior fountain, they reduced
their annual water consumption by 12%.

There were no breaches of international,
national or other environmental regulations
in the period.

We are dedicated to creating a great place
to wark for all employees. We are a high
performance driven organisation

— Build on organisational development
initiatives
- Enhanced intranet services to promote
mobility and Reed Elsevier Job Board
- Management Development
Programme reaches mare of top 200

- Implementation of improvements
relating to 2006 Group Employee Opinion
Survey
- Listening Tour of high scoring

locations completed

- Improved Group Health and Safety data
collection; peer benchmarking; develop
group Health and Safety Policy
- Improved methodology comparing

lost time incidents and illnesses;
media sector comparisons
- Health and Safety Policy launched

Foltowing the 2006 Global Employee Opinion
survey, we cenducted a listening tour to
understand the keys to success at high-
scoring locations. The research was
published as Bright ideas: Creating Great
Places to Work, and distributed to all senior
managers. Common success themes
included opportunities for development;
clear communication; camaraderie; shared
purpose and support; transformational
leadership; and humility. As one employee
noted, her manager "knows everyone by
name; he knows little background things
about people which shows he genuinely
cares’.

Our globat health and safety awareness
week, focused on wellness at the
workstation, was launched with a new
website, Health REsources, containing data
on our health and safety performance,
advice and suggestions, and useful links.

At all levels we demand the highest
standards of ourselves; we are driven by
strongly held values

- Bring total trained on the Code of
Ethics and Business Conduct to 20,000
employees between 2006-2007
- Nearly 21,000 employees trained

- Grow and deepen RE Cares Programme
in major business lacations
- 2007 RE Cares Challenge involves
staff globally
- Regional meetings in Asia, the US and
Europe; virtual meetings bi-manthly

- Build on developing world initiatives
- Expanded support for BookAid




WE SUPPORT

MOST SUSTAIKABLE CORPORATIONS

Dow Jone
( Sustalnablllty Indexes

[CARBONIDISCLOSURERPROJECT) l

International included school library
development programme in Namibia

— 8% increase in non-cash contributions
(time, products and services)
- Increase of 23% over 2006

While advancing training on the Reed
Elsevier Code of Ethics, we have also
developed specialised courses in important
areas like data protection, doing business
with governmentis, harassment awareness
and discrimination.

We donated £2.3 million in cash danations
lincluding matching gift programmes) and
the equivalent of £1.4 million in gifts of
products, services and staff time in 2007,
During RE Cares Month in September we
held a first-ever group book drive resulting in
20,000 books for charities around the world.

We support key partners like Book Aid
International (BAIl, and for a fourth year
helped to build a reading culture in
Namibia. The project has encampassed
new tools for libranans in their efforts

to encourage child reading and the
development of in-school libraries to
spur literacy and long-term educational
cpportunities. We meet regularly with BAI
to brainstorm on haw we can advance their
priorities. In 2007 this included providing
funding to repair their warehouse roof,
damaged during a summer storm.

We are one company, benefiting from
shared philosophy, skill sets, resources
and synergies

— Advance Socially Responsible Supplier
[SRS] programme data collection;
establish dedicated resource; engage
on central procurement efforts
- SRS Manager in place supported by

three divisions
- Collahoration with business units on
new database tools

In 2007 we made the position of running
our SRS (Sacially Responsible Supplier)
programme full time and expanded the SRS
database to include new categories like
exhibition venues and call centres. We
established China product safety standards
for book production covering ink, varnish,
spirat wire, lamination, and glue.

We work with suppliers to ensure
compliance with the Reed Elsevier Supplier
Code of Ethics, driving good practice through
internal and external audits. If there is non-
compliance, we set remediation plans with
suppliers. In the year, the inability of a printer
in Asia to correct issues in their agreed
remediation plan led to their suspension as
a preferred supplier. They are now waorking
to correct problems so as to resume their
working relationship with us.

We deliver long-term superior value creation
for our shareholders through cutstanding
execution and delivery of our vision

and strategy

Our efforts on behalf of stakeholders,
including shareholders, were recognised
in the year with the following awards:

- VBEO Supply Chain Award

— Dow Jones Sustainability World Indexes;
Dow Jones STOXX Sustainability Indexes

— AA Combined Environmental IVA rating

from Innovest, ranked 1st in media

sector

CSR National Business Awards Finalist

Achieved gold overalt ranking in

Business in the Community's 2006

Corporate Responsibility Index

— Charities Aid Foundation Community
Investment Award, commended

%

‘—@ Qur full CR Report, with 2007 data
across the spectrum of our activities,
along with objectives for the year ahead,
will be available in April 2008 at
www.reedelsevier.com.




Structure and corporate governance

Corporate structure

Reed Elsevier came into exisience in January
1993, when Reed Elsevier PLC and Reed
Elsevier NV contributed their businasses to
two jointly owned companies, Reed Elsevier
Group plec, a UK registered company which
owns the publishing and information
businesses, and Elsevier Reed Finance BV,

a Dutch registerec company which owns

the financing activities. Reed Elsevier PLC
and Reed Elsevier NV have retained their
separate legal and national identities and are
publicty held companies. Reed Elsevier PLC's
securities are listed in London and New Yerk,
and Reed Elsevier NV's securities are listed
in Amsterdam and New York.

Equalisation arrangements

Reed Elsevier PLC and Reed Elsevier NV
each bhold a 56% interest in Reed Elsevier
Group plc. Reed Elsevier PLC holds a 39%
interest in Elsevier Reed Finance BY, with
Reed Elsevier NV holding a 61% interest.
Reed Elsevier PLC additionally hotds a 5.8%
indirect equity interest in Reed Elsevier NV,
reflecting the arrangements entered into
between the two compantes at the time of
the merger, which determined the
equalisation ratio whereby one Reed Elsevier
NV ordinary share is, in broad terms,
intended to confer equivalent economic
interests to 1.538 Reed Elsevier PLC ordinary
shares, The equalisation ratio is subject to
change to reflect share splits and similar
events that affect the number of cutstanding
ordinary shares of either Reed Elsevier PLC
or Reed Elsevier NV.

Under the equalisation arrangements, Reed
Elsevier PLC shareholders have a 52.9%
economic interest in Reed Elsevier, and
Reed Elsevier NV shareholders [other than
Reed Elsevier PLC) have a 47.1% economic
interest in Reed Elsevier. Holders of ardinary
shares in Reed Elsevier PLC and Reed
Elsevier NV enjoy substantially equivalent
dividend and capital rights with respect to
their ardinary shares.

The boards of both Reed Elsevier PLC and
Reed Elsevier NV have agreed, other than
in special circumstances, to recommend
equivalent gross dividends (including, with
respect ta the dividend on Reed Elsevier PLC
ordinary shares, the associated UK tax
credit), based on the egualisation ratio.

A Reed Elsevier PLC ordinary share pays
dividends in sterling and is subject to UK
tax law with respect to dividend and capital
rights. A Reed Elsevier NV ardinary share

pays dividends in euros and is subject to
Dutch tax law with respect to dividend and
capital rights.

The boards

The boards of Reed Elsevier PLC, the
combined board of Reed Elsevier NV and
the board of Reed Elsevier Group plc are
harmonised. All of the directors of Reed
Elsevier Group plc are also members of the
board of directors of Reed Elsevier PLC and
of either the executive board or the
supervisory hoard of Reed Elsevier NV.
Reed Elsevier NV may appoint twe directors
who are not appointed to the boards of either
Reed Elsevier PLC or Reed Elsevier Group
plc, and has appointed one such director.
The names, nationality and biographical
details of each director appear cn page 37.

The boards of Reed Elsevier PLC, Reed
Elsevier NV, Reed Elsevier Group ple and
Elsevier Reed Finance BV each comprise
a balance of executive and non-executive
directors who bring a wide range of skitls
and experience to the deliberations of the
boards. All non-executive directors are
independent of management and free from
any business or other relationship which
could materially interfere with the exercise
of their independent judgement.

Board changes

During the year Cees van Lede and Strauss
Zelnick retired as non-executive directors of
Reed Elsevier PLC and Reed Elsevier Group
plc and as members of the supervisory
board of Reed Elsevier NV. In April 2007
Robert Polet was appointed as a non-
executive director of Reed Elsevier PLC and
Reed Elsevier Group plc and as a member of
the supervisory board of Reed Elsevier NV.
The Nominations Committee recommended
Mr Polet as a candidate for election after
appointing recruitment consultants to
produce a short list of candidates who met
the requirements ¢f the board profile
[available on www.reedelsevier.com) which
identifies the skills and experience required
by the boards of potential non-executive
directors/supervisory board members.
Following the sale of the Harcourt Education
division, Patrick Tierney retired in January
2008 as an executive director of Reed
Elsevier PLC and Reed Elsevier Group plc
and as a member of the executive board of
Reed Elsevier NV.




Reed Elsevier PLC and Reed Elsevier NV
shareholders maintain their rights to appaint
individuals to the respective boards, in
accerdance with the provisions of the Articles
of Association of these companies. Subject
to this, no individual may be appointed ta the
boards of Reed Elsevier PLC, Reed Elsevier
NV [either members of the Executive Board
or the Supervisory Board] or Reed Elsevier
Group plc unless recommended by the joint
Nominations Committee. Members of the
Committee abstain when their own
re-appointment i1s being considered.

In order to safequard the agreed board
harmonisation, the Articles of Association of
Reed Elsevier NV provide that appointments
of board members other than in accordance
with nominations by the Combined Board,
shall require a two-thirds majority if less
than 50% of the share capital is in
attendance. Given the still generally low
attendance rate at sharehclders meetings in
the Netherlands, the boards believe that this
qualifted majority requirement is appropriate
for this purpaose.

All Reed Eltsevier PLC and Reed Elsevier NV
directars are subject to retirement at least
every three years, and are able then to make
themselves available for re-election by
shareholders at the respective Annual
General Meetings. However, as a general
rule, non-executive directors of Reed Elsevier
PLC and members of the Reed Elsevier NV
Supervisory Board serve on the respective
board for two three year terms, although the
boards may invite individual directers to
serve up o one additional three year term.

At the Reed Elsevier PLC and Reed Elsevier
NV Annual General Meetings, to be held on
23 and 24 April 2008, respectively, Sir Crispin
Davis, Andrew Prozes, Lisa Hock and Gerard
van de Aast will retire from each respective
board by rotation. The Nominations
Committee has recommended to the boards
the re-appointment of each director and,
being eligible, they will each offer themselves
for election.

Board induction and information

On appointment and as required, directors
receive training appropriate to their level of
previous experience. This includes the
provision of a tailored induction programme
s0 as to provide newly appointed directors
with information about the Reed Elsevier
businesses and other relevant information
to assist them in performing their duties.
Non-executive directors are encouraged to
visit the Reed Elsewvier businesses to meet
management and senior staff.

All directors have full and timely access to
the information required to discharge their
responsibilities fully and efficiently. They
have access to the services of the respective
company secretaries, other members of
Reed Elsevier's management and staff, and
its external advisors. Directors may take
independent professicnal advice in the
furtherance of their duties, at the relevant
company’'s expense.

fn addition to scheduled board and board
committee meetings held during the year,
directors attend many other meetings and
site visits. Where a director is unable to
attend a board or board committee meeting.
he or she is provided with all relevant
papers and information relating to that
meeting and is able to discuss issues
arising with the respective 